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DEPARTMENT  OF  COMMERCE 
Maritime  Administration 
46  CFR  Part  251 

Energy  Conservation  by  Recipients  of 
Federal  Financial  Assistance 

agency:  Maritime  Administration, 
Department  of  Commerce. 
action:  Proposed  rulemaking  and  notice 
of  other  proposed  actions. 

summary:  In  accordance  with 
government-wide  procedures 
established  for  the  implementation  of 
Executive  Order  12185,  Conservation  of 
Petroleum  and  Natural  Gas  (December 
17, 1979)  (E.0, 12185),  notice  is  hereby 
given’of  the  proposed  rulemaking  that 
the  Maritime  Administration  (MarAd)  is 
considering  in  order  to  comply  with  the 
requirements  of  E.0. 12185.  We  have 
also  decided  to  include  in  this  notice 
information  on  all  the  other  MarAd 
actions  under  consideration  which  do 
not  involve  the  rulemaking  process 
because  we  wish  to  receive  industry  and 
public  comments  on  those  proposals  as 
well. 

DATES:  Written  comments  by  interest 
persons  must  be  received  by  the  close  of 
business  July  7, 1980. 

ADDRESS:  Send  comments  to  the 
Secretary,  Maritime  Subsidy  Board/ 
Maritime  Administration,  Washington, 
DC  20230.  All  comments  will  be  made 
available  for  inspection  during  normal 
business  hours  in  Room  3099A, 
Department  of  Commerce  building. 

FOR  FURTHER  INFORMATION  CONTACT: 
Robert  J.  Patton,  Jr.,  Secretary,  Maritime 
Subsidy  Board/Maritime 
Administration,  Washington,  DC  20230. 
Telephone  (202)  377-2056. 
SUPPLEMENTARY  INFORMATION:  In  the 
Federal  Register  of  Thursday,  February 
7, 1980,  the  Department  of  Energy  (DOE) 
published  a  list  of  Bnancial  assistance 
programs  administered  by  agencies  of 
the  Executive  Branch  which  are 
believed  to  be  the  ones  most  likely  to 
offer  opportunities  for  significant 
conservation  of  petroleum  and  natural 
gas  by  the  recipients  of  such  assistance. 
The  list  responds  to  E.0. 12185,  which 
implements  section  403(b)  of  the 
Powerplant  and  Industrial  Fuel  Use  Act 
of  1979  (Pub.  L.  95-620:  92  Stat.  3318). 

The  Act  and  the  Order  require  Federal 
agencies  which  administer  programs  of 
financial  assistance  to  take  actions 
which  maximize  the  efficient  use  of 
energy  and  conserve  natural  gas  and 
petroleum  in  programs  funded  by  those 
agencies.  Included  among  those  actions 
are  identification  of  those  financial 


assistance  programs  which  might  offer 
opportunities  for  significant 
conservation  of  petroleum  and  natural 
gas  by  recipients  of  the  assistance  and 
consideration  of  regulations  imposing 
conservation  requirements  as  a 
condition  of  continued  receipt  of 
assistance. 

Three  MarAd  programs  were  included 
in  the  DOE  list: 

(1)  Ship  Construction  (CDS) 

(2)  Federal  Ship  Financing  Fund  (Title 
XI) 

(3)  Research  and  Development  (R&D) 

The  comment  period  for  the  February 

7  notice  expired  April  7.  No  comments 
were  received  in  response  to  the  notice. 

Agency  Policy  and  Approach 

The  effort  to  conserve  energy  is  not 
new  to  the  maritime  industry  or  MarAd. 
Subsequent  to  the  oil  embargo  in  1973- 
74,  many  initiatives  were  undertaken 
both  by  industry  and  government  to 
streamline  the  industry  and  to  make  it 
more  cost  competitive  in  a  world  of 
escalating  fuel  costs.  Several  of  the 
more  important  steps  taken  were  in  the 
area  of  fuel  consumption.  For  its  part, 
the  government  instituted  a  voluntary 
industrial  energy  conservation  program. 
These  and  similar  cooperative  efforts 
between  the  maritime  industry  and  the 
government  in  the  mid-70’s  established 
an  emphasis  on  energy  conservation 
that  has  continued  up  to  the  present 
time. 

Since  fuel  costs  today  can  exceed  50 
percent  of  operating  expenses, 
depending  on  vessel  type  and  age, 
energy  consumption  has  been  one  of  the 
first  and  most  important  areas  to  come 
under  critical  scrutiny.  Methods  of 
reducing  consumption  range  from  "slow 
steaming,”  comparable  to  the  55  mph 
speed  limit  concept,  to  replacing  vessels 
with  more  efficient  ones.  One  U.S.-flag 
liner  operator,  for  instance,  is  replacing 
a  substantial  portion  of  a  large,  fast, 
high  cost/consumption  fleet  with 
smaller,  slower,  more  fuel  efficient 
vessels.  The  vessels  being  replaced  are 
only  eight  years  old  and  would,  under 
normal  circumstances,  have  an 
economic  life  of  about  20  years. 
Nevertheless,  the  fuel  efficiency  factor  is 
of  such  magnitude  that  it  makes 
replacement  a  prudent  business 
decision.  Suffice  it  to  say  that  cost 
cutting,  specifically  fuel  costs,  has  been 
and  will  continue  to  be  a  vigorously 
sought  requisite  of  economic  well  being 
in  the  shipping  industry. 

The  government,  likewise,  is 
attempting  to  solve  the  problems 
presented  by  today’s  energy  situation  as 
part  of  its  overall  effort  to  revitalize  and 
expand  the  U.S.  merchant  marine  and 
make  it  more  efficient.  This  effort  was 


started  with  the  President’s  policy  letter 
of  July  20. 1979,  and  continues  today 
with  efforts  to  revise  the  Merchant 
Marine  Act  of  1936,  as  amended.  In 
keeping  with  the  spirit  of  E.0. 12185,  a 
,  significant  amount  of  effort  is  being 
made  both  by  the  Administration  and 
the  Congress  to  provide  current  and 
potential  shipowners  access  to  the  most 
fuel  efficient  propulsion  systems 
available.  MarAd  has  in  the  past  and 
will  continue  in  the  future  to  examine 
closely,  both  from  an  economic  and 
engineering  standpoint,  the  energy 
efficiency  of  any  project  for  which 
government  aid  is  requested:  indeed, 
this  is  part  of  MarAd’s  mandated 
function.  In  addition,  the  agency’s  R&D 
staff  alone,  and  in  conjunction  with  the 
private  sector,  continues  to  explore  cost 
cutting  design  alternatives. 

Another  important  aspect  of  the 
current  reform  effort  is  aimed  at 
reducing  the  administrative  burden  on 
U.S.-flag  vessel  owners  and  operators.  It 
is  realized  by  both  government  and 
industry  alike  that  cumbersome 
administrative  and  procedural 
requirements  have,  in  some  instances, 
reached  excessive  and  counter 
productive  proportions,  thereby 
affecting  our  fleet’s  ability  to  compete 
with  less  regulated  carriers. 

Nonrulemaking  Actions 

Before  addressing  the  specific 
proposed  rulemaking  that  is  the  subject 
of  this  notice,  it  is  appropriate  to  review 
MarAd’s  past  actions  and  the  future 
actions  under  active  consideration  in 
each  of  the  three  program  areas  listed  in 
DOE’S  February  7  Notice. 

The  items  listed  below  are  divided 
into  two  categories,  depending  upon  the 
nature  of  the  action  described.  The  first 
category  concerns  only  internal 
administrative  actions  that  have  been  or 
will  be  taken  or  are  under  serious 
consideration.  The  second  category 
covers  those  actions  under 
consideration  which  would  require  some 
effort  on  the  part  of  the  private  sector. 

I.  Internal  Administrative  Actions 

A.  Past  and  current 

Research  and  Development  (R&D): 
Research  has  been  performed  under 
various  programs  and  projects  which 
has  led  or  will  lead  to  energy  savings. 
Some  examples  of  such  research 
involve: 

— Introduction  of  improved 
combustion  techniques  into  the 
operating  fleet  as  well  as  procedures  for 
effective  shipboard  maintenance  with 
minimum  manpower  and  resources. 

— Development  and  successful  shore- 
based  testing  of  an  advanced  gearing 
system  (contra  rotating  planetary  gears) 
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which  has  the  potential  to  reduce 
consumption  by  at  least  10  percent. 

— Initiated  a  feasibility  study  on  the 
commercial  potential  for  sailing  ships. 

Construction-differential  subsidy 
(CDS):  Some  actions  consistent  with  the 
intent  of  the  executive  order  have  been 
taken  in  the  administration  of  this 
program. 

Examples  are: 

— Encouraging  applicants  to  use  the 
most  energy  and  cost  efficient 
propulsion  systems  available  and 
feasibile  in  terms  of  their  project. 

— Supporting  the  adoption  of  slow 
speed  diesel  propulsion  systems. 

— By  administrative  order,  temporary 
relaxation  of  the  100  percent  Buy 
American  requirement  applicable  to  the 
program  to  encourage  the  development 
of  a  manufacturing  capability  in  slow 
speed  diesels. 

Ship  Financing:  Under  this  program, 
favorable  consideration  is  being  given  to 
matters  which  will  result  in  energy 
conservation,  to  the  extent  that  the 
economic  soundness  of  a  project  is  not 
adversely  affected.  An  example  is: 

— Approval  of  a  change  in  the 
guaranteed  transaction  which  permitted 
an  LNG  vessel  operator  to  utilize  more 
cargo  boil-off  for  propulsion,  savings 
from  which  action  would  be  passed  on 
to  the  consumers  of  the  delivered  fuel. 

B.  Under  Consideration. 

R&D:  Increase  the  percentage  of  the 
overall  R&D  budget  allocated  to  energy- 
related  projects.  Future  projects  could' 
include: 

— Investigation  of  the  feasibility  of 
coal-oil  slurry  for  fuel. 

— Initiation  of  research  and  analysis 
of  coal  firing  technology  for  the  present 
and  future. 

CDS:  Undertake  further 
administrative  efforts  to  support  the 
consideration  and  adoption  of  energy 
efficiencies. 

Such  efforts  could  include: 

— Specific  analysis  of  applications  by 
agency's  marine  engineers  and 
architects  to  determine  the  energy 
efficiency  of  a  proposed  vessel  or 
building  program. 

— Incorporation  of  energy  efficient 
materials,  equipment,  or  systems  into 
the  agency’s  standard  specifications  for 
vessel  construction. 

II.  Actions  Under  Consideration 
Involving  Industry  Effort 

CDS:  To  ensure  that  applicants  are 
making  their  own  effort  to  achieve 
energy  efficiencies  and  conservation,  we 
are  considering  a  change  in  the  CDS 
application  which  would  require  an 
applicant  to  document  its  efforts  to 
incorporate  reasonably  available  and 
proven  energy  efficient  materials, 


machinery,  or  systems  in  their 
proposals. 

Ship  Financing:  A  change  in  the 
application  similar  to  the  one  under 
consideration  for  the  CDS  program  is 
being  analyzed. 

Proposed  Rulemaking 

Pursuant  to  E.0. 12185,  the  Maritime 
Subsidy  Board  is  proposing  to  amend  46 
CFR  Part  251  by  adding  a  fourth 
appendix  which  would  specify  a  new 
policy  factor  to  be  taken  into 
consideration  when  establishing  the 
priority  of  CDS  applications.  This  new 
policy  would  require  that  the  energy 
efficiency  of  a  given  application  be 
accorded  additional  weight  in 
determining  the  priorities  of  such 
applications. 

PART  251— APPLICATION  FOR 
SUBSIDIES  AND  OTHER  DIRECT 
FINANCIAL  AID 

Accordingly,  it  is  proposed  that  46 
CFR  Part  251  be  amended  by  adding  at 
the  end  of  §  251.1  a  new  Appendix  No.  4, 
to  read  as  follows: 

Appendix  No.  4 

1.  The  cost  of  fuel  for  propulsion  and 
shipboard  services  has  become  one  of 
the  most  significant  elements  in  vessel 
operation.  Because  of  the  vital  effect 
that  this  factor  now  has  on  the  efficient 
and  economical  operation  of  vessels  and 
because  of  the  statutory  mandate  in 
section  403(b)  of  Pub.  L.  95-620,  the 
Powerplant  and  Industrial  Fuel  Use  Act 
of  1978,  and  E.0. 12185  (which 
implements  this  mandate)  the  Maritime 
Subsidy  Board  will  take  into 
consideration,  for  purposes  of  assigning 
priorities  on  all  applications,  whether  a 
given  proposal,  which  has  met  all 
requirements  of  Title  V,  Merchant 
Marine  Act,  1936,  will,  in  the  Board’s 
opinion  enable  the  vessel  operator  to 
conserve  energy,  utilize  alternative 
primary  energy  sources,  or  both. 
Increased  efficiency  and  conservation 
might  be  achieved  through  the 
incorporation  of  different  propulsion 
systems,  machinery,  or  other  shipboard 
equipment  and  the  utilization  of  more 
energy  efficient  materials. 

2.  This  policy  of  considering  whether 
a  given  proposal  promises  energy 
conservation  and  efficiency,  for 
purposes  of  assigning  priorities  among 
proposals,  will  apply  only  to  those 
proposals  which  adopt  practicable  and 
cost-effective  concepts,  systems,  or 
techniques  of  energy  conservation  or 
efficiency  that  are  reasonable  and 
economically  sound.  Furthermore,  it  is 
intended  that  this  policy  be 
implemented  consistently  with  the 
Board’s  other  statements  of  policy. 


especially  the  policy  to  provide  for  the 
most  effective  development  of  the 
American  Merchant  Marine  by 
obtaining  the  greatest  shipping 
capability  and  productivity  through  the 
optimum  number  and  types  of  vessels. 

(Sec.  403(b),  Pub.  L  95-620;  E.0. 12185;  Sec. 
204(b),  Merchant  Marine  Act,  1936,  as 
amended  (46  U.S.C.  1114(b));  Reorganization 
Plans  No.  21  of  1950  (64  Stat.  1273),  and  No.  7 
of  1961  (75  Stat.  840),  as  amended  by  Pub.  L. 
91-469  (84  Stat.  1036);  and  Department  of 
Commerce  Organization  Order  10-8  (38  FR 
19707,  July  23. 1973)) 

Dated;  April  29, 1980. 

By  order  of  the  Maritime  Subsidy  Board, 
Maritime  Administration. 

Robert ).  Patton,  Jr., 

Secretary,  Maritime  Subsidy  Board,  Maritime 
Administration. 
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